




19 April 1985 
OIiL85-0938/l 


Mr. James M. Frey 

Assistant Director for Legislative Reference 
Office of Management and Budget 
Washington, D.C. 20503 

Dear Mr,.,-^ey: 

This is in response to your request for the Agency's views 
on the Office of Personnel Management's (0PM) draft "Federal 
Employees Retirement System Act of 1985", which sets forth the 
proposed new retirement system for those federal employees 
(hired after 31 December 1983) who are covered by Social 
Security. We believe that 0PM ' s proposed supplemental 
retirement system does not meet the Agency's needs and would 
have a detrimental impact on the Agency's ability to effectively 
undertake and fulfill its mission. We have difficulty with this 
supplemental proposal given its establishment of a defined 
contribution rather than a defined benefit plan, and given the 
uncertain retirement benefit levels and higher eligibility ages 
for newly hired Agency employees established by the proposed 
plan. The proposed supplemental plan also would encourage, 
through its portability, a transient Agency work force which 
would be inconsistent with the stable personnel structure that 
is required to carry out the Agency's mission. 

Mr. Casey, in his two earlier letters of 11 and 18 March 
1985, has addressed how the effectuation of the Agency's mission 
requires continuation of the present CIARDS and Civil Service 
Retirement System (CSRS) programs for CIA employees. As 
Mr. Casey states in his 18 March letter, this concern that the 
Agency remain free to administer retirement programs for its 
employees extends beyond the Administration's proposals 
addressing retirement reform and includes the supplemental 
retirement plan currently under consideration here. For the 
reasons set forth in Mr. Casey's letters and further described 
below, we believe that it is important that the Agency be allowed 
to administer its own plan for newly hired individuals on a 
basis similar to that available to Agency employees participating 
in CIARDS and CSRS. 
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In earlier discussions between this Agency and 0MB, the 
Agency made the point that CIARDS should be included among those 
systems which will continue to provide early retirement and that 
Agency CSRS participants also should be considered for inclusion 
(at age 55) in this same group. For the reasons set forth in 
Mr. Casey's above letters, the ability of Agency employees hired 
after 31 December 1983 to retire at comparable ages and with 
similar benefits as employees participating in CIARDS and CSRS 
also must be ensured. The polarizing effect that different age 
eligibility requirements and benefit levels would have on the 
Agency would be dramatic and would impair the Agency personnel 
system which encourages a stable career cadre through the 
provision of an attractive career track and guaranteed 
retirement benefits. 

Also of concern to the Agency is the possible disparity in 
benefits that would be provided individuals under existing 
CIARDS or CSRS programs and those afforded participants under 
this 0PM supplemental plan. Our preliminary estimates raise 
some question about the adequacy of the benefits provided under 
this defined contribution plan. One of the principal 
inadequacies of the proposed 0PM supplemental plan is, in fact, 
its failure to provide any comparative data or analysis that 
estimates what annuity levels or benefits would be provided 
under the plan for qualified individuals once they reach 
retirement age at 59 1/2. Our estimates indicate that the 
proposed defined contribution plan could fail to provide as much 
as half of the benefits currently available under either CIARDS 
or CSRS. We believe a much more meaningful review of the 0PM 
proposal would be possible if a supporting cost analysis was 
provided setting forth estimated benefit levels for participants 
under this defined contribution plan. 

Beyond the possible disparity between benefits provided 
under the proposed defined contribution plan and current 
retirement programs, the Agency is also concerned about the high 
portability feature, of the proposed plan and its potentially 
damaging effect on the Agency's personnel system. Our 
experience indicates that a defined benefit retirement program 
is an important element in attracting and retaining Agency 
employees on a long-term basis. A defined benefit program not 
only ensures a guaranteed and certain level of return to Agency 
employees, but also increases their incentive to remain with the 
Agency by tying the level of retirement benefits to the length 
of an individual's government service. The proposed defined 
contribution plan makes it much more difficult to offer 
employees an attractive career track which encourages long-term 
service with the Agency in return for guaranteed retirement 
benefits. For the reasons outlined by Mr. Casey in his earlier 
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correspondence, the inherent security risk associated with a 
transient work force makes such portability highly undesirable 
from the Agency’s standpoint. The defined contribution feature 
of the plan is particularly troubling since the original statute 
extending Social Security coverage to federal employees does not 
require such a plan to replace the present defined benefit 
programs. In the absence of any legal mandate requiring this 
defined contribution plan, we would hope that furtherance of the 
Agency's unique mission will be encouraged by permitting the 
Agency to administer a guaranteed defined benefit retirement 
program for its new employees similar to ClARDS and CSRS. 

The potential disparity between benefits provided under the 
proposed defined contribution plan and current retirement 
programs is apparently intended to be offset by the voluntary 
Federal IRA feature of the supplemental plan. We believe this 
reliance on the Federal IRA as a means to compensate for the 
apparent lower annuities provided by the defined contribution 
plan may be overestimated for lower level Agency employees. 

This IRA feature is based on the assumption that government 
employees will have $5,000 of disposable income a year to invest 
in the new proposed Federal IRA. The Agency's own experience 
with a voluntary investment program of this type indicates that 
average government employees may be unable or reluctant to take 
advantage of this IRA proposal through the investment of such 
substantial sums. The Agency's own Voluntary Investment Program 
is comprised typically of individuals in GS-12 slots or above, 
the vast majority of which are 40 years or older, and whose 
average deposit in such an account is less than $1,000 per 
year. Dependence on this voluntary IRA will not, in our view, 
result in providing many government employees with a living 
annuity when combined with the reduced defined contribution 

benefits set forth in the supplemental plan. Moreover, the 

morale and administrative problems that would be generated in 
having Agency employees eligible to retire at disparate ages 
with different benefits that depend upon their participation in 
a particular plan,, or their ability to voluntarily contribute to 

such a plan, would adversely impact on the performance of Agency 

activities. The adverse effects of such a bifurcated retirement 
system on the Agency's operation are fully described in 
Mr. Casey's letter of 18 March. 

We also believe that the significantly reduced survivor 
benefits provided by the 0PM proposal would be inadequate to 
meet the Agency's needs. Survivor benefits are of considerable 
importance to Agency employees given their frequent service in 
hazardous areas involving the risk of terrorist attack. The 
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willingness of Agency employees to undergo such risks would be 
significantly reduced if this considerable reduction in survivor 
benefits is permitted. 

In light of the above, w^e continue to believe, as stated by 
Mr. Casey in his earlier letter, that the mission of the CIA 
requires that age eligibility requirements and retirement 
benefits for newly hired employees be comparable to those 
provided individuals (under CIARDS and CSRS) beside whom they 
work on a daily basis. We hope that the above comments on the 
0PM proposal will be useful in considering the supplemental 
program. If it would be helpful. Agency representatives are 
available to discuss other alternatives to the 0PM proposal with 
members of your staff. 


Sincerely, 


25X1 

Charles A. Biiilgg s 

Director, Office of Legislative Liaison 


25X1 

25X1 


Distribution: 

Original - Addressee 
1 - EXDIR 
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1 - DDA 
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1 - SWH Signer 
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^p (19 ;^ril 1985) 
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OLL 85-1015 
29 March 1985 


MEMORANDUM FOR: See Distribution 


FROM: 


SUBJECT: 


Chief, Legislation Division 
Office of Legislative Liaison 

0PM Supplemental Retirement Plan 


4 . 4 . Agency has been requested to comment on the 

Employee’s Retirement System Act of 
OPM’S proposed new retirement system 
for those Federal employees (hired after December 31, 1983) who 
are covered by Social Security. I would appreciate receivinq 
yourpCO^ents on the attached proposal no later than COB Friday, 

J^now, the Social Security amendments of 1983 
provided that new Federal employees hired on or after 
January 1, 1984 would be covered under Social Security. These 
amendments presently apply with respect to all newlj hired 
Agency empl«pyees. During the past two-year period, we have 

forthes^n^''? special transitional retirement system 

for these newly hired employees with the understanding that an 
entirely new retirement system, intended to supplemen? Social 
Security, would be established for these new employees by the 

Vnt thaf • * ^ Federal Employee's Retirement System 

system!^ proposed by 0PM sets forth this new retirement^ 

attached proposal would establish a defined 

ll'^erof employing agencies would contribute 

11.6% of each employee’s wages to a retirement fund to be held 
in an account in the Treasury for that employee. This il.el 
contribution would be funded through specifi^ appropriation by 
the employing agency and would not be taken out of the ^ 

employee’s salary. The employee would, of course, still pay a 

salary for Social Security coverage. In ^ 
employee could voluntarily contribute^up to 

a Federal employee IRA. Benefits under 
both the defined contribution plan and this voluntary IRA would 
be available at age 59-1/2. Early retirement under the 
pro^sal would continue to be permitted for law enforcement 
officers, fire fighters, and air traffic controllers. 
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STAT 


OMB, has requested that*the*'Agenov's°e” l” "ith 

certain of the AdmlniJtration'rSLL ‘>e exempted fron 

including specif icallv f'hr.co v ^ ®POsed retirement changes, 

for specif Felna?e;i!Leff"'‘^?,'"l^ retfreient 

consented to exempt CIARDS participants frol!'''^*.°*^ orally 

you ehoSld^Msuie ?harAg2LreJ,plo?eJs‘hi?ed‘on 

December 1, 1984 will be sub^ect^o^^h: P^^Lal-rp^lJHions. 

answer whatever*'questions°vou°mav*b°'^'*^*^*°r®^ Information or 
attached proposal | 1^ >^e=Pect to the 


STAT 


Attachment: 
As Stated 


STAT 


Distribution: 

1 - S A/DC I 
1 - SA/DDCI 
1 - EXDIR 
1 - DDO 
1 - DDl 
1 - DDSSiT 
1 - DDA 
1 - IG 
1 - Compt 
1 - GC 
1 - O/Pers 
1 - D/OLL 
1 - DD/OLL 
1 - C/LD/OLL 
1 — OLL Chrono 
1 — LEG Subject 
1 “ St ffl SiQnf>r 
OLL: LEG: 


<3pt (28 Mar 85) 
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United States 

D I mi Office of 

Personnel Management 


Washington, D.C. 20415 


Rtta Rhti 7 1 . 


Yi»jr Rrtrrmf 


Honorable David A. Stockman 
Director 

Office of Management and Budget 
Washington, D.C. 20503 


MAR 1 1 1985 


Attention: 


Assistant Director 

for Legislative Reference 


Dear Mr. Stockman: 


Employees' Eetlremept Sv^e^ o '*'’ “ a Federal 

.oy o.er porposes.- .OEar'eir^ 


oau'li'unhJee'b",;*” ofSoSrZ'rr' ‘""‘••'i- 

Seoorlty. The exlsullravH X^rPetir 

Social Security System and thus was System predated the 

sole source of retirement Income* stand alone as the 

Public Law 98-168, that Social « 5 pr ® consensus, expressed In 

should be supplemented bv an emni ^ coverage for Federal employees 


retlremenrincorartfnerFLerll^eiol * additional 

Social Security, ^e cLt of tiirL^f'! ^>7 

P^n^.^irourine^ce^nr^paTinctr"^!-" 


Administration's progra^ Congress would be consistent with the 


Sincerely, 




Donald J# Devine 
Director 


Enclosures 


CON U4 ?4 3 
Jarua'y 19M0 
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United States 


Personnel Management 


Washington, D C. 20415 


!»' T.. 


Vout Hrletem f 


’Honorable George Bush 
President of the Senate 
Washington, D.C. 20510 


Dear Mr. President: 

The Office of Personnel Management submits herewith a legislative proposal 
"To amend title 5, United States Code, to establish a Federal Employees* * 
Retirement System to supplement Social Security benefits, and for other 
purposes." We request that you refer this proposal to the appropriate 
committee for early consideration. 

There is an urgent need to create a supplemental retirement program for 
new employees hired after January 1, 1984. After that date, new Federal 
employees and certain other individuals in all three branches of Govern- 
ment have been covered by Social Security, but without any permanent 
additional staff retirement plan. The existing Civil Service Retirement 
System predated the Social Security system and, therefore, was designed 
to stand alone as the sole source of retirement income. With the pass- 
age of Public Law 98-168, a Congressional consensus was created to adopt 
a complementary staff retirement plan for Federal employees. 

A recent study for the executive branch by the consulting firm of Towers 
Perrin, Forster and Crosby found that benefits under the present retire-* 
ment system are distributed very unequally. They found that about 45 
percent of new entrants into the existing retirement system actually 
subsidized that system, and another 15 percent received few real benefits. 
Others, retiring as early as age 55, do very well. The system is none- 
theless costly compared to plans in the private sector. The consulting 
firm found that the actuarial cost to the Government is 28 percent of its 
payroll, compared to the average non-Federal retirement plan in the pri- 
vate sector including Social Security, of 17 percent of payroll. And 
the dynamic unfunded llablUty is an incredible $528.1 billion. Since 
employees contribute only seven percent of pay to the system the remain- 
ing 80 percent of the cost must be borne by the taxpayer. 

The Administration proposal would avoid the unfairness of the present 
system. Its major feature would add to Social Security a wholly 
Government-supported defin ed contribution retirement system. Ekaployees 
will pay nothing beyond ^cial Security. The new system will avoid the 
bias in favor of very long-term employees, by providing full vesting 
rights after just one year of employment. Most employees would be able 
to receive benefits, rather than the many subsidizing the few. A Federal 
employee IRA is established with contributions up to $5,000 per year with 
benefits available at age 59 1/2, the sane as for a private tra . The total 


CON 
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Honorable George Bush 


cost to the Government would be 19 pe'rcent of payroll, above the average 
value in the private sector and comparable to the level of benefits 
offered by Fortune 500 corporations. Employees covered under the ezist- 
Irg system would be eligible to transfer to the new system. We expect 
many employees with relatively short periods of service to exercise this 
option. 

Specifically, the proposal Includes the following major provisions: 

- Agencies would contribute 11.6 percent of pay to the supplemental 
plan, plus an additional amount for certain special features, 
such as disability benefits. Although employees would not be 
required to contribute any funds to the basic defined contribu- 
tion plan, they could contribute up to $5,000 annually to a 
special Federal employees savings account. Benefits would 
depend on these amounts, plus Interest earned by this money. 

- Employees could retire as early as age 59 1/2 with as little as 
one year of service. That is, vesting would take place after 
one year. Retirement under Social Security, of course, cannot 
take place even for reduced benefits until age 62. 

- Employees could elect a variety of forms of annuity. Including 
an annuity with annual Increases based upon Inflation (COLA), 
or they could receive a lump-sum payment for the balance in 
their account. 

- Early retirement would continue to be permitted for law enforce- 
ment officers, firefighters, and air traffic controllers. In 
order to make early retirement feasible, a special supplement 
will be paid to these employees until Social Security begins at 
age 62, These special benefits will be pre-funded through a 
surcharge to agencies employing each of these special employees. 

- Amounts owed to individuals would be separately identified and 
balances kept separately, but funded through the existing Civil 
Service Retirement System account and managed by the Office of 
Personnel Management. 

- The unfunded liability of the existing Civil Service Retirement 
System would be paid off by the Treasury in forty years, thus 
ensuring that sufficient funds would be available so that the 
system can meet Its remaining obligations. 

We believe the supplemental retirement plan would serve as a sound 
recruitment and retention incentive for Federal employees and would 
achieve a much needed balance between the desire of Federal employees to 
have a good retirement system and the demands of the Ration's taxpayers 
for restraint in the costs of Government programs. It would be fully 
funded, rather than create a half trillion dollar liability. Most im- 
portantly, It would be fair to all Federal employees. 
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Honorable George Bush 


cost to the Governtaent would be 19 percent of payroll ^ above the average 
value in the private sector and comparable to the level of benefits 
offered by Fortune 500 corporations. Employees covered under the exist- 
Irg system would be eligible to transfer to the new system. We expect 
many employees with relatively short periods of service to exercise this 
option. 

Specifically, the proposal includes the following major provisions: 

- Agencies would contribute 11.6 percent of pay to the supplemental 
plan, plus an additional amount for certain special features, 
such as disability benefits. Although employees would not be 
required to contribute any funds to the basic defined contribu- 
tion plan, they could contribute up to $5,000 annually to a 
special Federal employees savings account. Benefits would 
depend on these amounts, plus Interest earned by this money. 

- Employees could retire as early as age 59 1/2 with as little as 
one year of service. That Is, vesting would take place after 
one year. Retirement under Social Security, of course, cannot 
take place even for reduced benefits until age 62. 

- Employees could elect a variety of forms of annuity. Including 
an annuity with annual Increases based upon Inflation (COLA), 
or they could receive a lump-sum payment for the balance In 
their account. 

- Early retirement would continue to be permitted for law enforce- 
ment officers, firefighters, and air traffic controllers. In 
order to make early retirement feasible, a special supplement 
will be paid to these employees until Social Security begins at 
age 62. These special benefits will be pre-funded through a 
surcharge to agencies employing each of these special employees. 

- Amounts owed to Individuals would be separately Identified and 
balances kept separately, but funded through the existing Civil 
Service Retirement System account and managed by the Office of 
Personnel Management. 

- The unfunded liability of the existing Civil Service Retirement 
System would be paid off by the Treasury In forty years, thus 
ensuring that sufficient funds would be available so that the 
system can meet Its remaining obligations. 

We believe the supplemental retirement plan would serve as a sound 
recruitment and retention Incentive for Federal employees and would 
achieve a much needed balance between the desire of Federal employees to 
have a good retirement system and the demands of the Natlon*8 taxpayers 
for restraint In the costs of Government programs. It would be fully 
funded, rather than create a half trillion dollar liability. Most Im- 
portantly, It would be fair to all Federal employees. 
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The Office of Manageoent and Budget adrlses that enactnent of this pro- 
posal vould be In accord with the progran of the President. 

A alnllar letter Is being sent to the Speaker of the House of 
Repr esentatlves. 

Sincerely, 

Bonald J. Devine 
Director 

Enclosures 
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Honorable George Bush 

The Office of Managenent and Budget advlaes that cnactoeot of this pro- 
poaal vould be In accord with the prograa of the President. 

A similar letter la being sent to the Speaker of the House of 

Representatives . 

Sincerely, 

Donald J. Devine 
Director 

Enclosures 
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United States 


p 1 kii Office of 

Personnel Management 


Washington, D.C. 20415 


In Ra'piv Rf Irr 1 o 


YtXir Rtirrmcf 


Honorable Thonas P. O’Neill, Jr. 

Speaker of the House of Representatives 
Washington, D.C. 20515 


Dear Mr. Speaker: 

committee for early consideration. oprlate 

There Is an urgent need to create a supplemental retirement program for 
new employees hired after Januer, 1, 1981. After that date , “derll 

Jav! L"fn“" 1- .11 three branch« of Go^Hn^ 

, 4°''“!'* Security, but without any permanent 

additional Staff retirement plan. The existing Civil ServlL Retl^em^>n^ 

?rs'tL'’:f:n:'' chemforeT^s d«Jred 

to stand flone as the sole source of retirement Income. With the pCs- 
age of Public Law 98-168, a Congressional consensus was created to adont 
a complementary staff retirement plan for Federal employees! ^ 

A recent study for the executive branch by the consulting firm of Towers 
Perrin, Forster a^ Crosby found that benefits under the present retire-’ 
ment system are distributed very unequally. They found that about 45 

suL'!; s^d rr.'""*"” ««ceLnt systar.S^Uy 

suteldlzed that system, and another 15 percent received few real benefits 
Others » retiring as early as age 55, do verv well tKp 4 * 

theless costly compared to plans in the private sector The Ln! 1M^~ 
firm found that the actuarial cost to the Go!em::nt ar^e'enJ of fts 
payroll, compared to the average non-Federal retirement plan In the nrl 
vate sector Including Social Security, of 17 percent of payroll AnS 
the dynamic unfunded liability Is an IncredlbH $528.1 billion st^L 
employees contribute only seven oercent of ►v Since 

tag 80 parent of tha coa^'m:" Ta'SrV byTha'ta^^ayaT"" 

The Administration proposal would avoid the unfairness of the 
system. Its major feature would add to Social Security a wholly 
Government-supported defined contributlnn nLtrm rf i 

will pay nothing beyoiJd Social Security. The nSTsys^er^il 

U'ecaf,rLirfltr\Xr”L“‘’l:'“"’- -oold'^tbla 

receive ^ner Its, rather than the many subsidizing the few A Pg.A.m..-i 

er. *.^f 'rr ^ 

xauie ar age 59 1/2, the same as for a private IRA. The total 


CON n4.?4-? 
Jtru»p, 199C 
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Honorable Thonas P. O'Neill, Jr. 


cost to the Government would be 19 percent of payroll, above the average 
value In the private sector and comparable to the level of benefits 
offered by Fortune 500 corporations. Employees covered under the exist- 
ing system would be eligible to transfer to the new system. We expect 
many employees with relatively short periods of service to exercise this 
option* 

Specifically, the proposal Includes the following major provisions; 

- Agencies would contribute 11.6 percent of pay to the supplemental 
plan, plus an additional amount for certain special features, 
such as disability benefits. Although employees would not he 
required to contribute any funds to the basic defined contribu- 
tion plan, they could contribute up to $5,000 annually to a 
special Federal employees savings account. Benefits would 
depend on these amounts, plus Interest earned by this money. 

- Employees could retire as early as age 59 1/2 with as little as 
one year of service. That Is, vesting would take place after 
one year. Retirement under Social Security, of course, cannot 
take place even for reduced benefits until age 62. 

- Employees could elect a variety of forms of annuity, including 
an annuity with annual Increases based upon Inflation (COLA), 
or they could receive a lump-sum payment for the balance In 
their account. 

- Early retirement would continue to be permitted for law enforce- 
ment officers, firefighters, and air traffic controllers. In 
order to make early retirement feasible, a special supplement 
will be paid to these employees until Social Security begins at 
age 62. These special benefits will be pre-funded through a 
surcharge to agencies employing each of these special employees. 

- Amounts owed to Individuals would be separately identified and 
balances kept separately, but funded through the existing Civil 
Service Retirement System account and managed by the Office of 
Personnel Management. 

- The unfunded liability of the existing Civil Service Retirement 
System would be paid off by the Treasury In forty years, thus 
ensuring that sufficient funds would be available so that the 
system can meet its remaining obligations. 

We believe the supplemental retirement plan would serve as a sound 
recruitment and retention Incentive for Federal employees and would 
achieve a much needed balance between the desire of Federal employees to 
have a good retirement system and the demands of the Nation** taxpayers 
for restraint In the costs of Government programs. It would be fully 
funded, rather than create a half trillion dollar liability. Most Im- 
portantly, It would be fair to all Federal employees. 
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Honorable Thoitas P» O’Neill* Jr* 

The Office of Maaage«nent and Budget advises that enactnent of this pro- 
posal would be In accord with the progran of the President. 

A similar letter is being sent to the President of the Senate. 

Sincerely, 

Donald J. Devine 
Director 

Enclosures 
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STATEMENT OF PURPOSE 
AND JUSTIFICATION 

To accompany a bill 

cl2 ^ to establish a 

System to supplement 
Social Security benefits, and for other purposes." 

This draft bil i would establish e new retirement system for those Federal 
employees who are covered by Social Security. The Ciwii d !? . 

Syst.. was estahlfsha. to SoCarSoJ^^ity In": "o T. Jr"‘ 

V retirement income for Federal imp! oyLs 

In 1983, however. Congress enacted the Social Security Amendm^ts of 1983 
which, among other Social Security changes, brought new Federal employees’ 

*"'* the Civil Service Retirement System would'be'tor 
costly for affected employees and the Government, and would provide an 

syst^ that .00, d he e^tah^itsx'???; bi?! 

lun zivs^iyt s:f;i?sre«K';e"ar\'fof''-: 

for an employee's retirement, and the reti-™ent brniJu Is dnimtned 
the amount of rorey that has been accumulated during the eLlw^'riarw- 
including the interest the money has earned. Under the FpZiai 
Retirement System, employing agencies would contribute 11.6 percent of^Mch 
employee s wages to the Retirement Fund, to be held in an acrou^rin th! 
Treasury for that employee. This contribution would, of course be in addition 

that individuals can bogin drawing on^heir IndivJdJafRMrrlliSM tooSSt 
(IRA) savings -and separates from the Government, he o" she rmiiH r^araiua ♦k 
amount that has accumulated in his or her armimt could receive the 

Treasury has paid on it over th^Jea^s ArJhrL'^^2'"® 

could be received either in a lump sumor as an annnit^^ s option, the money 

annuity would be provided, including fixed term annuities l^fl*^^^ 

and survivor annuities (which would be reaui-ed for 

Jointly waived by the employee and sp^sl^r’a^S 
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the annuity commences. employee's account at the time 

The new Retirement System would include generous disahiiitw k 4 ^-. 
employee who, after completino at least ift m^n+hc benefits. An 

disabled would be entitled to receive startinn service, becomes totally 

th. di,<,bilUy. , benefit ejue, to If 

reduced by the amount of any Soda) Selurity dllahUiti blMfu’ 
employee is not totally disabled /i p M . oenent. If the 

under the Social Security definition of disabilitll*^ degree required 

the duties of his or ber"posit?on ?or of e^^iosJti^n 

agency could reassign the employee without a oav cut aid iitM 

commuting area), the benefit would be 40 percent Sf thS^o-I^d i 

For both categories of disability benefiriarilc P- e-disability salary. 

would be increased in subsequent yea"s Jv tbrnI.r%'^^^ 

Consumer Price Index WMIp tip ^ • percentage change in the 

former employing agency would contiSue^to contribSte^ire^ilbLnt^ 
employee s final rate of basic oav finrrpaeoH i, the 

Sechedule pay increases) to the employee ’raccoLrib^?h®"J 

Then, at age 65, the special disahilit! ^ »n the Retirement Fund. 

would begin receiving regular Socill Seluntu lellfUs'lld tT 
lump-sum payment based on his or her reUrement acLU^t annuity or 

disability benefit would be financed enti^lirbv ^ntrLt?® 

emDloyinq agencies to thp c a ^ont.^ibutions made by the 

disability henents ^he co^ ‘S the 

agencies have unusually high or loi raiel ” 

would, of course, be in additiSn to llciirslluHtT-suIltllrt^llus''"''^' 

The new Ret i. cement System would p.^^eserve the ^ • 

categories of employees to retire ea^'ly It is special 

to expect law enforcement officers. fi>efiqhtby abd undesirable 

to work at these jobs until they reach Plinihny* traffic controllers 

at age 62. Ther^efore. these employees woufd^hl Security benefits 

their retirement accounts eithe-' in lumn c ^ P^nmtted to retire and receive 

age 50. and would aUrrecetira’ sbec 7bpn!n^ « 

their expected Social Security benefit approximate 

ment until age 62. This sbbc^al benbnt wnniJ k f'^tire- 

oom,al cost payment by the employing agencies toMiZ'flemln? fSII!”’ 

Savinli Pllll ^UndllMis*Pu|”eIlployees"couid*contrih''t'* * Employees' 

to the fund, and the amount 
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gross inco^ in the year contrihuted. The money contributed would he held In 


The hill 
System, 
System, 
would be 
the Civi 
matching 
own and 
Service 


also includes provisions affecting the current Civil Service Retirement 

an7 “h r permitted to move to tie nlw 

and they did, their account in the new Retirement System's basic olan 

i^ediately credited with all of their accumulated contiioSs to 

1 .e. vice Retirement System, plus an equal amount representing the 
agency contributions, plus an amount representing the interest their 


Since no new employees will be enterinq the Civil Se^virp c ^4. 

■the future, th, bin ensure tbe fibanll^',M'n’J/„%'' 

f'jancial Ob igatiobs. This will be done by paying off thr^unded 
i«-'lbl^«t 5o 5elr ddoal anneal installnKnls 
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A BILL 


establish a Federal Em- 

^oyees Retirement System to supplement Social Security 
Denerits, and for other purposes. 


Bej^nacte d by the S ^n^ e and House of R epresentatives of the United 
iLLtes,j>/,>"erlca In Cong as assembled. That this Act may be cited as the 
"Federal Employees' Retirement System Act of 1985”. 


Sec. 2. (a) Chapter 83 of title 5. United States Code, is amended by 
adding at the end thereof the following new subchapter. 

"SUBCHAPTER IV— FEDERAL BlPLOYEES' RETIREMENT SYSTEM 
*'§8351. Purpose 


"It Is the purpose of this subchapter to establish a Federal Employees' 
Retirement System under which those employees of the United States who are 
subject to the provisions of the Social Security Act may accrue and receive, 
as deferred compensation for their service, retirement, survivor, and dis- 
ability benefits to supplement the old age, survivors, and disability 
benefits provided under title II of the Social Security Act, and to en- 
courage and facilitate savings by such employees. 

"§8352. Definitions 

"For the purpose of this subchapter — 

"(1) 'employee' means — 

(A) an employee as defined In section 2105 of this title; 

"(B) a Member of Congress as defined in section 2106 of 
this title; 

(C) a Congressional emploj'ee as defined in section 2107 
of this title; 

"(D) an employee of the United States Postal Service or 
the Postal Rate Cootmlsslon; and 

i 
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"(E) an individual appointed to a position on the office 
staff of a former President under section 1(b) of the Act of 
August 25. 1958 (72 Stat. 838) 
but does not include — 

"(1) a justice or judge of the United States as defined 
by section 451 of title 28; 

(ii) an individual subject to another retirement system 
for employees of the United States; or 

(ill) an Individual whose service is of a temporary or 
intermittent nature (other than an employee who occupies a position 
on a part-time career employment basis, as defined in section 
3401(2) of this title) who is excluded by the appointing official 
or head of the agency Involved or. in the case of an individual 
employed by an executive agency, by regulations of the Office; 

(2) 'wages' means wages as defined by section 3121(a) of 

title 26, but including remuneration excluded from that definition by 
paragraph (1) of that section; 

(3) 'Fund' means the Federal Employees' Retirement Fund estab- 
lUhed b, section 8358 of thU title within the Civil Service Retirement 
and Disability Fund under section 8348 of this title. 

"(4) 'Office* means the Office of Personnel Management; 

“(5) 'law enforcement officer' means an employee, the duties of 
whose position — 

"(A) are primarily the Investigation, apprehension, or 
detention of Individuals suspected or convicted of offenses 
against the criminal laws of the United States, or the 
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protectlon of officials of the United States against threats 
to personal safety; and 

(B) are determined by the employing agency to require 
limiting employment opportunities to young and physically 
vigorous Individuals; and 

(6) firefighter* means an employee the duties of tdiose 
position — 

"(A) are primarily to perform work directly connected with 
the control and extinguishment of fires; and 

"(B) are determined by the employing agency to require 
limiting employment opportunities to young and physically 
vigorous individuals. 

"58353. Contributions 

"(a) Each agency employing an employee under this subchapter shall 
remit an amount equal to 11.6 percent of the wages of the employee to the 
Office each pay period for deposit in the Treasury to the credit of the 
Fund. In the case of a former employee who is receiving disability benefits 
under section 8355 of this title, the agency that employed the former employee 
prior to separation for disability shall remit an amount equal to 11.6 
percent of the employee’s final rate of basic pay. Increased by the sub- 
sequent cumulative average increase in the rates of pay of the General 
Schedule under section 5305 of this title. 

"(b) In addition to the amounts remitted under subsection (a) of this 
section, each agency employing an employee covered under this subchapter 
shall remit to the Office each pay period for deposit in the Treasury to 


Approved For Release 2009/08/12 : CIA-RDP87M00539R002704450027-8 



. Approved F 9 r Release 2009/08/12 : CIA-RDP87M00539R002704450027-8 


the credit of the Fund the amounts determined by the Office to be appro- 
priate under section 8358(b) of this title. 

"(c) The amounts required to be remitted under this section shall 
be paid from the appropriation or fund used to pay the employees Involved. 

In the case of an employee under this subchapter who Is an elected official, 
the amounts remitted shall be paid from an appropriation or fund available 
for the payment of other pay of the same office or establishment. In the 
case of an employee who is paid by the Clerk of the House of Representa- 
tives, the Clerk may pay the amounts from the contingent fund of the House. 
••58354. Employee retirement accounts; payment of benefits 

"(a) The amounts remitted on behalf of an employee under section 
8353(a) of this title, together with the interest these amounts have 
earned while In the Fund, shall be held In the Fund In an account for 
that employee until disposed of In accordance with the provisions of 
this section. Il.e Office shall, in cooperation with the agencies em- 
ploying employees covered under this subchapter, provide each employee 
or former employee on behalf of whom an account is being held in the 
Fund with an annual statement of the balance in the account. 

"(b) If an employee separates from employment covered under this 
subchapter after completing less than one continuous year of such em- 
ployment. any money held In the employee's account shall be Irrevocably 
forfeited by the employee and shall be used by the Office as provided 
in section 8358(b)(1) of this title. 

(c) Except as provided by subsection (b) of this section, an employee 
or for«r omployoe .t on, tl« .ft.r tho lotor of roochln* .go SSVjfor. 1„ 
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the case of a law enforcement officer, a firefighter, or an air traffic 
controller age 50) or separating from employment covered under this sub- 
chapter, may apply for and Is entitled to receive — 

"(1) payment of the balance held in the employee’s account 
in a lump sum; or 

“(2) payment of an annuity on the basis of the balance held 
in the employee's account, as provided by subsection (d) of this 
sect ion. 

”(d) The Office shall provide for a variety of forms of annuity. 
Including annuities for fixed terms of years, annuities for the lives of 
the employee and the employee's spouse (which shall automatically be 
provided to each married employee unless Jointly waived by the employee 
and the spouse), annuities for the lives of the employee and an individ- 
ual having an Insurable Interest in the employee, and annuities the amount 
of which increases with inflation. The amount of all annuities provided 
under this subchapter shall be determined in accordance with generally 
accepted actuarial principles and standards, and without regard to sex. 

(e) In the case of an employee or former employee who dies after 
having completed at least 18 months of employment covered under this 
subchapter and who has not received payment of the lump-sum balance or 
the initial payment of annuity under subsection (c) of this section, 
and who is survived by a spouse, the surviving spouse shall be entitled 
to receive, in the form of a lump sum or an annuity, the balance in the 
employee’s account, or in the case of an employee who dies while covered 
under this subchapter, the employee's final annual rate of basic pay. If 

such annual rate of pay is greater than the balance in the employee's 
account* 
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••(f) In the case of an employee or former employee who dies after 
having completed at least one year of employment covered under this sub- 
chapter and who has not received payment of the lump-sum balance or the 
Initial payment of annuity under subsection (c) of this section, and 
who is not survived by a spouse entitled to benefits under subsection (e) 
of this section, the balance In the employee’s account shall be distrib- 
uted in accordance with regulations of the Office consistent with 
section 8342(c) of this title. 

”§8355. Disability benefits 

"(a) An employee who, having completed 18 months of employment 
covered under this subchapter — 

(1) Is under a disability within the meaning of section 223 of 
the Social Security Act; or 

(2) If not entitled to benefits under paragraph (1), is determined 
by the Office to be unable, because of disease or injury, to perform use 
ful and efficient service In the employee's position, or in any other 
position to which the agency is able to reassign the employee in the 
same commuting area and without a redaction In pay (taking Into consid- 
eration benefits under subchapter VI of chapter 53 of this title); 

is entitled to disability benefits in accordance with the provisions of 
this section. 

"(b)(1) An employee who Is entitled to disability benefits under 
paragraph (1) of subsection (a) of this section shall be paid disability 
benefits by the Office each month equal to 60 percent of the employee’s 
monthly rate of basic pay immediately before separation for disability, 
which rate shall be Increased each year by the Office on the basis of 
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the percentag** changp in the Consumer Price Index* Disability benefits 
under this paragraph shall be reduced by the full amount of any disability 
benefits received by the employee under the Social Security Act. 

'•(2) An employee who Is entitled to disability benefits under para- 
graph (2) of subsection (a) of this section shall be paid disability 
benefits by the Office each month equal to 40 percent of the employee’s 
monthly rate of basic pay immediately before separation for disability, 
which rate shall be Increased each year by the Office on the basis of 
the percentage change in the Consumer Price Index. 

"(c) Disability benefits under this section shall commence on the 
first day of the first month beginning six months after the employee 
ceases, because of the disability, to perform useful and efficient 
service* 

(d)(1) Disability benefits for an employee who is entitled to 
such benefits under paragraph (1) of subsection (a) of this section 
shall cease on the earlier of" 

(A) the last day of the month in which the employee becomes 
65 years of age; or 

"(B) the last day of the month in which the employee is deter- 
mined to no longer be under a disability %rtthln the meaning of 
section 223 of the Social Security Act. 

"(2) Disability benefits for an employee who Is entitled to such 

benefits under paragraph (2) of subsection (a) of this section shall cease 
on the earliest of — 

(A) the last day of the month in which the employee becomes 
65 years of age; 
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"(B) the last day of the month In which the Office determines 
the employee to be medically recovered from the disability; 

"(C) the last day of the month in which the Office determines 
that the employee has recovered earning capacity, on the basis of 
evidence that the employee has engaged In gainful employment rea- 
sonably comparable In earnings with the position from which the 
employee separated due to disability; or 

(D) the last day of the month In which the employee is reem~ 
ployed by the former employing agency In a position In the same 
commuting area and comparable In earnings with the position from 
which the employee separated due to disability, or declines an offer 
of reemployment in such a position. 

(3) Disability benefits shall not be paid for any month during which 
the employee does not cooperate with any required medical examinations or 
course of treatment or falls to provide any Information required to be 
submitted under regulations of the Office. 

"(e) The Social Security Administration shall provide the Office with 
any Information required by the Office for the administration of this 
section, notwithstanding any other provision of law. 

"S8356. Early retirement 

"(a) An employee covered under this subchapter who Is an air traffic 
controller Is subject to mandatory separation In accordance with section 
8335(a) of this title. An employee covered under this subchapter who Is 
a law enforcement officer or a firefighter is subject to mandatory 
separation In accordance with section 8335(b) of this title. Section 
8335(d) of this title shall apply to employees covered by this section. 
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"(b) An air traffic controller, a law enforcement officer, or a 
firefighter who separates after completing at least 20 years of such 
employment (including any combination of such employment) is entitled 
to receive monthly payments paid by the Office in an amount determined 
by the Office to reasonably approximate the monthly benefits such 
individual would be entitled to receive under title II of the Social 
Security Act on the basis of such employment were the employee 62 years 
of age. The amount of such monthly payments shall be Increased each 

year by the Office on the basis of the percentage change In the Consumer 
Price Index. 

"(c)(1) Payments under this section shall commence on the later of— 
(A) the first day of the month .ifter the month In which the 
employee or former employee becomes 50 years of age; or 

‘(B) the first day of the month after the month In which the 
employee separates from employment covered under this subchapter. 

"(2) Payments under this section shall cease on the last day of the 
month In which the former employee becomes 62 years of age. 

"§8357. Federal Employees’ Savings Plan 

(a) The Office shall establish a Federal Employees' Savings Plan 
under which an employee covered under this subchapter may contribute, 
by means of allotments from pay. up to $5,000 per year to the employee's 
account In the Plan. The moneys contributed to the Plan shall be 
deposited in the Treasury to the credit of the Fund. 

"(b) Amounts contributed to the Federal Employees' Savings Plan under 
this section shall not be included in the gross Income of the employee for 
the purposes of title 26. 
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"(c) The balance in an eiaployee's account In the Federal Employees' 
Savings Plan is available for distribution to the employee in the same 
manner as amounts in an individual retirement account under section 408 of 
title 26, and any distribution shall be treated for the purposes of title 26 
as if it were the distribution of amounts in an individual retirement account* 
"S8358. Federal Employees* Retirement Fund 

"(a) There is established within the Civil Service Retirement and 
Disability Fund in the Treasury of the United States a Federal F 4 nployee 8 ' 
Retirement Fund, consisting of the agency contributions remitted under 
section 8353 of this title, employees' savings under section 8357 of this 
title, and interest earned by the Fund under section 8348(c) of this title. 
The Fund is available for the payment of benefits and distributions as 
provided in this subchapter and for payment of expenses of the Office in 
administering this subchapter, without regard to section 8348(a)(2) of 
this title. 

"(b)(1) The Office shall determine, prior to the beginning of each 
fiscal year, the normal cost, stated as a percentage of wages, of survi- 
vor benefits under section 8354(e) of this title (to the extent such 
cost exceeds the value of deceased employees' accounts), disability 
benefits under section 8355 of this title, and the expenses Incurred by 
the Office in administering this subchapter. In determining such normal 
cost, the Office shall cake into consideration the value of accounts 
forfeited under section 8354(b) of this title, which shall be available 
to defray the cost of such survivor benefits, disability benefits, and 
administrative expenses. The Office may vary the normal cost so deter- 
mined on an agency-by-agency basis If the Office determines it would be 
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approprlate to do so on the basis of differences in rate of disability 
between agencies. 

"(2) The Office shall determine, prior to the beginning of each 
fiscal year, the normal cost, stated as a percentage of wages, of payments 
under section 8356 of this title for air traffic controllers, law enforce- 
ment officers, and firefighters. 

(3) Each agency employing an employee covered under this subchapter 
shall remit to the Fund, as provided in section 8353(b) of this title, 
an amount equal to — 

(A) the percentage of wages determined under paragraph (1) 
of this subsection for each employee of the agency covered under 
this subchapter; and 

(B) the percentage of wages determined under paragraph (2) 
of this subsection for each employee of the agency who is an air 
traffic controller, a law enforcement officer, or a firefighter 
covered under this subchapter. 

'§8359. Administration; regulations 

(a) The Office shall administer this subchapter and shall prescribe 
such regulations and perform or cause to be performed such acts as are 
necessary and proper to carry out this subchapter. The Office may, with- 
out regard to section 5 of title 41 or other statute requiring competitive 
bidding, enter into contracts for the performance of any of the functions 
for which the Office is responsible under this subchapter. 

(b) Claims under this subchapter shall be in such form as the Office 
prescribes. Agencies shall support the claims by such certification as the 
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Off Ice considers necessary to the determination of the rights of applicants. 

The Office or Its designee shall adjudicate all claims under this subchapter. 

"(c)(1) Except as provided In paragraph (2) of this subsection or 
other Federal laws, the money mentioned In this subchapter Is not assignable, — 
either in law or equity, or subject to execution, levy, attachment, garnish- 
nlshment, or other legal process* 

"(2) Notwithstanding any other provision of this subchapter, the 
Office shall by regulation provide rights and benefits under this sub- 
chapter for spouses and former spouses of employees that are consistent 
with the rights and benefits provided spouses and former spouses under 
subchapter III of this chapter. 

"(d) If payment Is made to an Individual under this subchapter 
erroneously or In an Incorrect amount, recovery shall be made under 
regulations prescribed by the Office, which may Include reduction of 
subsequent payments to which the individual is entitled. However, 
recovery may be waived If the Office determines. In Its sole discre- 
tion under such procedures as it may determine appropriate, that the 
Individual Is not at fault for the erroneous or Incorrect payment and 
recovery would be contrary to equity and good conscience. 

"(e) The Office shall consult with the Board of Actuaries established 
under section 83A7(f) of this title on the actuarial status of the Federal 
Employees’ Retirement System and the Board shall furnish Its advice on 
any matters referred to It by the Office. 

"(£) The Office may Include in the operation of this subchapter 
any Individual who was covered by subchapter III of this chapter 
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prlor to Jar^uary 1 , 1984. and who elects in writing, not later than 
December 31, 1986, to terminate such coverage and to be covered 
under this subchapter. An iridlvidual who makes such an election shall 
be deemed, for purpofies of the Social Security Act, title 26, and 
section 8331(l)(x) of this title to have first become employed by the 
United States after December 31, 1983. There shall be transferred 
to the employee's account in the Federal Employees' Retirement Fund the 
balances of any contributions made by such Individual to the Civil Service 
Retirement and Disability Fund, plus an equal amount representing the 
agency's contributions, plus an amount determined appropriate by the 
Office to represent the Interest such employee and agency contributions 
have earned while Invested In the Civil Service Retirement and Disability 
Fund. For the purposes of determining entitlement to benefits under this 
subchapter and disability and survivors benefits under the Social Security 
Act, the period during which such individual was employed subject to 
subchapter III of this chapter shall be deemed to have been employment under 
this subchapter and under the Social Security Act, 

••(g) The Federal Employees' Retirement System established under 
this subchapter shall be deemed a qualified plan for the purposes of 
title 26.-. 

(b) The analysis for chapter 83 of title 5, United States Code, is 
amended by adding at the end thereof the following: 

SUBCHAPTER IV FEDERAL EMPLOYEES' RETIRDIENT SYSTEM 

"18351. Purpose. 

"S8352. Definitions. 

”§8353. Contributions. 

accounts; payment of benefits. 

§8355. Disability benefits. 
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"S8356. Early retirement. 

"18357. Federal Employees’ Savings Plan. 

”18358. Federal Employees’ Retirement Fund. 

"18359. Administration; regulations.". 

(c) Section 8331 of title 5, United States Code, Is amended— 

(1) In paragraph 1 — 

(A) after subparagraph (vill) by striking out "or"; 

(B) in subparagraph (lx) by striking out the period at 
the end thereof and inserting in lieu thereof or"; and 

(C) by adding after subparagraph (lx), as amended, the 
following new subparagraph: 

"(x) an employee covered by the Social Security Act by reason 
of having become employed by the United States after December 31, 
1983."; and 

(2) in paragraph (2) — 

(A) by striking out "after he gives" and inserting in lieu 
thereof "who, prior to January 1, 1984, gave"; and 

(B) by inserting Immediately before the semicolon the 
following: "and whose election has remained continuously in 
effect and who does not elect to terminate such coverage under 
section 8359(f) of this title". 

Sec. 3. Section 8901(3)(A) of title 5, United States Code, Is 
amended by Inserting "or IV" after "subchapter III". 

Sec. 4. An employee who has been a covered employee under the Civil 
Service Retirement System under section 203(a)(1) of Public Law 98-168, 

^ and who was not employed by the Government on December 31, 1983, shall 

j be covered under the Federal Employees’ Retirement System as enacted by 

j section 2 of this Act, effective on January 1, 1986. There shall be 
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transf erred to the employee’s account In the Federal Employees’ Retirement 
Fund the balance of any contributions made by such a covered employee under 
section 204(a) of Public Law 98-168, plus the agency contributions with 
respect to that employee under section 204(b) of that Public Law, plus the 
amount of the contribution deficiency with respect to that employee under 
section 205 of that Public Law, plus an amount determined appropriate by the 
Office of Personnel Management to represent the Interest such K>ney has earned 
while Invested In the Civil Service Retirement and Disability Fund. The 
employee’s covered service under section 203(a)(3) of Public Law 98-168 
shall be deemed employment under subchapter IV of chapter 83 of title 5, 

United States Code, as added by section 2 of this Act. 

Sec. 5. The Office of Personnel Management shall determine the unfunded 
liability (including the effects of future pay Increases and future cost-of- 
llvlng adjustments) of the Civil Service Retirement System under subchapter 
III of chapter 83 of title 5, United States Code, and shall notify the 
Secretary of the Treasury of the amounts needed to amortize that unfunded 
liability in 40 equal annual installments. On September 30, 1987, and at 
the close of each fiscal year thereafter, the Secretary of the Treasury 
shall credit to the Civil Service Retirement and Disability Fund, out of 
any money In the Treasury not otherwise appropriated, the annual Install- 
ment so determined until the unfunded liability has been paid. The Office 
of Personnel Management may, from time to time. Increase or decrease the 
amount of the annual Installment to the extent actuarial gains and losses 
result to changes in the remaining unfunded liability. 

Sec. 6. (a) The amendments made by sections 2 and 3 of this Act are 
effective on January 1, 1986. 
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(b) Notwithstanding any other provision of law, the Secretary of the 
Treasury shall advance to the Office of Personnel Management, out of any 
funds In the Treasury not otherwise appropriated,,, such iipneys_a_8 the 
Director may require In order to establish necessary administrative 
arrangements for the Federal Employees' Retirement System, with such 
money as Is advanced to be repaid to the Treasury, with interest at a 
rate specified by the Secretary, not later than January 1, 1996, out of 
amounts set aside in the Federal Employees' Retirement Fund for adminis- 
trative expenses. 
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SECTION-BY-SECTION ANALYSIS 
To Accompany a Draft Bill 


"To amend title 5, United States Code, to 
Employees' Retirement System to Supplement 
Benefits, and for other purposes."' 


establish a Federal 
Social Security 


The first section titles the bill as the 
System Act of 1985." 


"Federal Employees' Retirement 


Section 2 contains amendments to chapter 83 of title 5, United States 

to tho^^FfderaremnJ*'’^‘*''«J additional retirement income 

to those Federal employees who are covered by Social Security. 

jectlo n 8351 • Purpos e 

This section states that the purposes of this subchapter are to establish a 
Federal Employees Retirement System so that employees of the United States 
who are covered by Social Security may supplemeL those benefits t^th 

benefits f®™ of retirement, survivor, and disability 

benefits, and to encourage and facilitate savings by such employees. ^ 

Section 8352. Definitions 

Paragraph [1] of this section defines "emolovee" as , 

as defined in section 2i05 of title 5. UnUed lta"s 

Congress as defined in section 2106 of that title- a ConvraL?!^!? \ 

as defined in section 2107 of that title; an enp!;,.. i^uld's^tH' 

t^the offli"^^ or the Postal Rate Commission; and an individual appointed 

Aueist 25 Hsl-'IL ‘l 1™' -"■iar section 1(b) of the Act of 

ugust 25, 1958, and excluding: a justice or judge of the United States 

as defined by section 451 of title 28, United States Code; an IndiJJd^i 

sub.iect to another retirement system for employees of the United <;tatee. 

3401(2)“of%iMr^5 employment as defined in sLtlon 

3401(2) of title 5, United States Code) and is excluded on that basis bv 

regulations of the Office of Personnel Mangement in the casrof arJnd^ ^ 
ual employed by an executive agency, or the appoi^uig^f rdfl or Lad d' 
an employing agency outside the executive branch. ^ 

Paragraph (2) of this section defines **wAtFpR** Ka ^ rj j ^ 

L'Lrlg^LLo) o^sucL^cL'o^3^2?U).'"'''‘"'”® temuneraUon IxTlTieT 

Paragraph (3) of this section defines "Fund" as the Fedei-ai w-...i t 
Retirement Fund established under by 8358 of title 5 United States** 
cod., «thl„ th. Cl.ll Scrvlc. «.llJ.«„t .od DuthlllS r^d! 
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Paragraph (4) of this section defines "Office" as the Office of Personnel 

Paragraph (5) of this section defines "law enforcement officer” as an 
employee whose position consists of duties that primarily Involve the 
Investigation apprehension, oj: de_tent_lpn .of_ individuals suspected or 
convicted of offenses against the criminal laws of the United State's, or ' 
the protection of officials of the United States against threats to 
personal safety, and Is determined by the employing agency to require 

i!idiiiduair^°^“^"^ opportunities to young and physically vigorous 

Paragraph (6) of this section defines "firefighter" as an employee whose 
position consists of duties that primarily Involve work directly connected 
with the control and extinguishment of fires and is determined by the 
employing agency to require limiting employment opportunities to young and 
physically vigorous Individuals. 

S ection 8353. Contributions 

Subsection (a) of this section requires each agency employing an employee 
who Is covered by the Federal Employees’ Retirement System to contribuC 
each pay period to the Federal Employees’ Retirement Fund an amount equal 
to 11.6 percent of the wages of the employee. In the case of a former 
employee who Is receiving disability benefits under section 8355 of 
title 5, United States Code, the agency that employed the Individual prior 
to separation for disability Is required to contribute an amount equal to 
11.6 percent of the individual’s final rate of basic pay, Increased by the 
subsequent cumulative average Increase In General Schedule pay rates under 
section 5305 of title 5, United States Code. 

Subsection (b) of this section requires that. In addition to the amounts 
contributed under subsection (a) of this section, each agency employing a 
covered employee ehaU contribute each pay period amounts determined by the 
Office of Personnel Management to be appropriate under section 8358(b) of 
title 5, United States Code. 

Subsection (c) of this section requires that the contributions required 
under this section be paid from the appropriation or fund used to pay the 
employee involved. In the case of an elected official, the contributions 
must be drawn from the appropriation or fund available for payment of 

V/V fu In the case oi an employee 

0 Is paid by the Clerk of the House of Representatives, the Clerk may^ 
pay the contributions from the contingent fund of the House. ^ 

Section 8354. — E^mployee retirement accounts; payments of benefits 

Subsection (a) of this section provides that amounts contributed on behalf 
of an employee under section 8353(a) of title 5. Unites States Code, plus 
interest earned by such amounts will be held In the Federal Employees' 
Retlr^ent Fund in an account for the employee until disposed of in accord- 
ance with this section# It also requires the Office of Pckreonn^i w 
in cpenalion .It. .gnncl... to c"er:^tpl"T« 
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employee on whose behalf an account Is being held with an annual statement 
of the account balance. 

Subsection (b) of this section provides that, for any employee who leaves 

covered employment with less than one continuous year of such service any 

money in the employee-’s account is Irrevocably forfeited for use by the 

Office of Personnel Mangement as provided in section 8358(b)(1) of title 5 
United States Code. v /v / « tiixe y. 

Subsection (c) of this section provides that, except as specified in sub- 
section (b) of this section, at the later of age 59 ‘A (age 50 In the case 
of a law enforcement officer, firefighter, or air traffic controller) or 
separation from covered employment, an employee or former employee may 
apply for and is entitled to either a lump-sum payment of the balance In 
the employee s account or an annuity paid on the basis of that balance 
as provided in subsection (d) of this section. 

Subsection (d) of this section requires the Office of Personnel Management 
to provide for a variety of forms of annuity, including annuities for 
fixed terms of years, annuities for the lives of the employee and spouse 
(which are automatically provided to each married employee unless jointly 
waived by the employee and spouse), annuities for the lives of the employee 
and an individual having an insurable interest in the employee, and annui- 
ties which Increase in response to Inflation. It also requires that annuities 
under this system be determined in accordance with generally accepted 
actuarial principles and without regard to sex. 

Subsection (e) of this section provides that if an employee or former em- 
ployee dies after completing at least 18 months of covered service but 
before receiving payment of the lump-sum balance in the retirement 'account 
or an initial annuity payment, and is survived by a spouse, the survlvlne 
spouse is entitled to elect either a lump-sum payment or an annuity based 
on the balance in the employee’s account, or, in the case of an active 
employee^who dies while covered by the system, an amount equal to the 

employee s final annual rate of basic pay if that exceeds the employee's 
account balance. ^ 

Subsection (f) of this section provides that if an employee or former 
employee dies after completing at least one year of covered service but 
before receiving payment of the lump-sum balance or an initial annuity 
payment, and Is not survived by a spouse who Is entitled to benefits 
under subsection (e) of this section, the balance in the employee's 
account Is to be distributed in accordance with regulations of the 
Office of Personnel Management which are consistent with section 8342(c) 
of title 5, United States Code. 

Section 8355. Disability benefits 

Subsection (a) of this section provides that an employee who completes 
f I?” service, and is either disabled within the definition 

section 223 of the Social Security Act or determined by the 
Office of Personnel Management to be unable, because of disease or injury. 
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to perform useful and efficient service in tha . 

other position to which the agency could reassljm^th^*'* s position or in any 
commuting area and without a reduction In pay 

under subchapter VI of chapter 53 of j f ^ ^ account benefits 

tUUd t, dUaMllty benefits 

Subsection (b) of this section Drovinpc ^ 

to disability benefits by virtue of Letllirthe dpfiT! ? entitled 
the Social Security Act Is to bp k v ^^^tlon in section 223 of 

Management equal to 60 percent of the erao^ ts by the Office of Personnel 
Immediately prior to separation for disability 

annually by the Office based on tho Jrtth that rate Increased 

Index. It .Iso the *” 

full areount of any dlaabllitv beneft. snch disability benefits by the 
Social Security Jet. “or s n n-Ployee under the 

because of a determination by the'^OtflcJ of Insblllt benefits 

or injury, to perform osefol and efficHn? sljjllj ij’rj"*"': 
position, the subsection requires payment by Ibl ''' '"^’'>1'®* * 

benefits equal to 40 percent of th^ by the Office each month of 

Immediately prior to separation for disability “^Jh^tharraf 

tJu%“«JnJ'J„jL;“%rjL‘“u:r“erort“elr'’J"''’ """" 

months after the employee ceases becLsp ™”th beginning six 

useful ,«) efficient dioablllty. to perform 

of disability shall termlnstj on tjj ej^l 4 oTtt «®f‘>>ltl<>n 

in which the employee either becomes 65 years of aL^^ 
no longer fall within the Social Security dpf^n^^^^ r determined to 
also specifies that disability benefits for an v" <*J®ablllty. It 

because of a determination of^in^MiI^ I an employee who Is entitled 
service by the Office of Personnel M ^ ° perform useful and efficient 

earliest of the last day 

65 years of age, (2) the Office flnHc ^ ^ employee becomes 

from the disablllU O) thi Office recovered 

recovered earning i^pacltron t^e v the employee has 

been workii^ with earnings reasonably evidence that the employee has 
the employee left due to disability or (4)*^th^* to those of the position 
employed by the former employlL ag’nc^ ^ a 

Ing area with earnings comparable to tv Position In the same commut- 

to disability, or defunerar^irof ' 

In addition, subsection (d) bars the ®®^P oyment In such a position, 
any month during which the employee does”^ot for 

medical examinations or course of treatment or required 

tlon under regulations of the Office. ^ provide Informa- 
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Section 8356. 


Retirement 


Subsection (a) of this section provides that a 

air traffic controller Is subiect to employee who is an 

with section 8335(a) of title 5 United <!t ? ^ reparation In accordance 
who Is a law enforcement officer or a firefighter is a^h/ ‘=®^ered employee 
separation In accordance with section 8335(b) of mt tUlf 
fies that section 8335(d) of that title specl- 

applies to employees covered by this section. ^ ° residential exemptions, 

Subsection (b) of this section provides that an air traff-i 

enforcement officer, or firefichtpr 4. traffic controller, law 

such eBplo3rraent (including any comblnatlon^of^ es after completing 20 years of 
monthly payments from the Office of Personnel eoployment) is entitled to 

mined by the Office to rLsonaMv ! Management in an amount deter- 

individual were age 62. It also Bnee^f^ ^ employment if the 

payments shall ha^act^seS tL'offl 

cent age change in the Consumer Price Index! 

Subsection (c) of this section provides that payments under this aann 
commence on the later of the first dav of ^ ..u ® ^"rs section 

Which the employee or forl^er employe:"becomL ^e 

the month after the month in which the employee\eparaterfror!m 
under the Federal Employees* Rpt^rpnlor.^ J separates from employment 

such benefits end on^hrust d-:r?L'-“-i„'l?irtb’''f 

becomes age 62. ^ ^ which the former employee 

— Federal Employees* Savings Plan 

Retirement Fund. ^ credit on the Federal Employees' 

tuie^ ^Z’L‘r wtlrement .eeount under .ectlon M8 "f 

“n“:.e‘’nrj'b:j Tu r.r«'i:ie"VL“tr» 

retirement account. distribution from an Individual 


Approved For Release 2009/08/12 : CIA-RDP87M00539R002704450027-8 


Approved For Release 2009/08/12 : CIA-RDP87M00539R002704450027-8 


- 6 - 


Federal 


Subsection (a) of this section establishes within the Civil Service 
Retlrenent and Disability Fund In the Treasury of the United States a 
Federal Employees Retirement Fund, which Includes agency contribu- 
tions under section 8353 of title 5. United States cLe! empWe 
savings under section 8357 of that title, and Interest earned irrh. 

trlbutions and expenses of the Office of Personnel Management in 
administering subchapter IV of chapter 83 of title 5 Unit^ Lltee 
Code, without regard to the limitation In section 8348(a)(2) of title 5. 


Subsection (b)(1) of this section requires the Office of Personnel 
Management to determine, before the beginning of each fiscal year the 
normal cost, stated as a percentage of wages, of: (A) survivor benefits 
under section 8354(e) of title 5, United States Code, J^hrixtent sich 
cost exceeds the value of deceased employees’ accounts, (B) disability 

ffice in administering the Federal Employees' Retirement System. It 

consldIr*thr^\^* determinations the Office liust 

consider the value of accounts forfeited under section 8354(b) of that 

title, and makes those accounts available to defrav the rnc^ -i 

benefits, dissblllty benefits, snd ndnlnts r.t!.e ^speL^ ?he 0« nT 
IS then sntbnrlted tn .sr, the normal east so detet^^rd^; an Lenly-by- 
agency basis f the Office finds It appropriate because of dUferenSs In 
rate Of disability between agencies. Subsection (b)(2) further^eaulres 
the Offxce to determine, before the beginning of Lch fiscal year 

835rif‘'n^ie*rf^‘* ® percentage of wages, of payments undL section 

^ controllers, law enforcement officers and 

F A agency employing an employee who Is covered by the 

In adStlo^ Retirement System is required to contribute to the Fund 

In addition to amounts provided In section 8353(a) of title 5 an amount ’ 
equa to the percentage of wages determined under paragraph (1) of this 
subsection for each of the agency’s covered employes and the perL^taL 
of wages determined under paragraph (2) of this subsection for each of^the 

:fflcL! rrlulf^^Eirr!^^ la:%tfo1c:m:nt 


Sectio n 8359. Administ r atio n ; regu lations 


Subsection (a) of this section requires the Office of Personnpl Manacra 
ment to administer subchapter IV of chapter 83 of title 5, United^ States 
Code, and to Issue such regulations and perform or cause to be performed 
such acts as are necessary and proper to carry out that subchapter In 

leAlrta -ter l^to contracts! ilfJou; 

regard to section 5 of title 41, United States Code, or other statute 
requiring competitive bidding, for the performance ;f any o^tbrJllic- 
tlons for which the Office Is responsible under that subchapter. 
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Subsection (b) of this section requires claims to be In such form as the 
Office of Personnel Management may dictate and requires agencies to 
support such claims with such certification as the Office decides Is 
needed to determine the rights of applicants. In addition, the Office 
or Its designee Is r equi red to ^jjadlMte aU claims. 


Subsection (c) of this section provides In paragraph (1) that, except 
as other^se provided In paragraph (2) of this subsection or In other 
Federal laws, the money referred to In subchapter IV of chapter 83 of 
title 5, United States Code, Is not assignable in law or equity, or 
subject to execution, levy, attachment, garnishment, or other legal 
process. It then provides In paragraph (2) that, notwithstanding 
any other provision of that subchapter, the Office shall regulate 
to provide rights and benefits for spouses and former spouses con- 
sistent with those provided under subchapter 111 of chapter 83 of 
title 5, United States Code. ’ 

Subsection (d) of this section provides that recovery of overpayments 
will be made under regulations of the Office of Personnel Management 
which may Include reduction of subsequent payments to the overpaid 
Individual. It also permits waiver of recovery if the Office deter- 
mines, In Its sole discretion and under procedures it determines to 
be appropriate, that the Individual Is not at fault and that recovery 
would be contrary to equity and good conscience. 

Subsection (e) of this section provides that the Office will consult 
with the same Board of Actuaries that advises on the Civil Service 
Retirement System on the actuarial statue of the new Federal Employees' 


Subsection (f) of this section permits the Office of Personnel Manage- 
ment to bring under the Federal Employees' Retirement System any 
imlivldual who was covered by the Civil Service Retirement System and 
who elects in writing before January 1, 1987, to transfer. For purposes 
of determining coverage under Social Security and Civil Service Retire- 
roent. It also deems an individual who so elects to have first become 
employed by the United States after December 31, 1983. It requires 
‘''®^^tlng to such employee's account under section 
8354(a) of title 5, United States Code, of the individual's contribu- 
t ions, matching agency contributions, and interest on both, under the 
Civil Service Retirement and Disability System. In addition, the 
pre-transfer service of such an Individual would be deemed qualifying 
employment for the purposes of determining entitlement to Social 
Security disability and survivors* benefits# 

Subsection (g) of this section deems the Federal Employees' Retirement 
System a qualified plan for the purposes of title 26, United States 
Code, relating to internal revenue. 

Subsection (2)(b) of the Act amends the analysis of chapter 83 of title 5 
n ted States Code, to conform to the amendments made by subsection (a) of 
section 2. ' ' 
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Subsection (2)(c) of the Act amends section 8331 of title 5, United 
States Code, to exclude from the Civil Service Retirement System an 
employee covered by the Social Security Act by reason of having become 
employed by the United States after December 31, 1983, and to Include 

those Members of Congress who gave written notice prior to January 1. 
1984, of their desire to be covered, so long as such election remains 
continuously in effect and the Member does not elect to terminate such 
coverage under section 8359(f) of title 5. 

Section 3 of the Act amends section 8901(3) (A) of title 5, United States 
Code, to authorlre coverage under the Federal Employees Health Benefits 
Program of annuitants who are under the Federal Employees' Retirement 
System, under the same conditions as apply to annuitants under other 
Federal retirement systems. Section 4 of the Act brings under the Federal 
Employees Retirement System an employee who had been covered by the Civil 
Service Retirement System under section 203(a)(1) of Public Law 98-168 but 
who was not employed by the Government on December 31, 1983. It also pro- 
vides for the transfer to the Federal Employees' Retirement Fund to the 
credit of the employee’s account any contributions made by the employee 
under section 204(a) of that Public Law, the amount of the agency contri- 
bution under section 205(b) of that Public Law, the amount of any 
contribution deficiency with respect to that employee under section 205 
of that Public Law, and an amount determined by the Office of Personnel 
Management to represent the Interest such money earned while under the 
Civil Service Retirement and Disability System. In addition, such employ- 
ee s Government service on and after January 1, 1984, is deemed employment 
under the Federal Employees' Retirement System for the purposes of sub- 
chapter IV of chapter 83 of title 5, United States Code. 

Section 5 of the Act requires the Office of Personnel Management to 
determine the unfunded liability (including the effects of future pay 
Increases and future cos t-of -living adjustments) of the Civil Service 
Retirement System, and to notify the Secretary of the Treasury of the 
amounts necessary to amortize that unfunded liability in 40 equal 
annual l^tallroents. The Secretary is then required, on September 30, 
1987, and at the end of each fiscal year thereafter, to make such a 
payment until the unfunded liability has been paid. The Office Is also 
authorized to adjust the amount of the annual Installment to reflect 
actuarial gains and losses. 

Section 6 of the Act makes the amendments by sections 2 and 3 effective 
on January 1, 1986. It also requires the Secretary of the Treasury to 
advance to the Office of Personnel Management such moneys as the 
Director may require In making administrative arrangements for the 
Federal Employees’ Retirement System, with such money to be repaid 
before 1, 1996, including interest specified by the Secretary, 

out of administrative expense money In Federal Employees’ Retirement 
Fund* 
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